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UNCLAS MANAMA 0279 

E.O. 11652: N/A 
TAGS: ETRD, US 

SUBJECT: TAX SECTION 911; AFFECT ON AMERICAN BUSINESS 

1 . MANAGER, MIDDLE EAST OPERATIONS, HYDRO & COMMUNITY 
DIVISION, INTERNATIONAL BECHTEL, HAS RELATED TO EMBOFF 
EXAMPLES OF DIRECT EFFECT OF VACILLATION OF 

SECTION 91 1 OF INTERNAL REVENUE ACT. FIRST PROBLEM WAS 
THAT SIGNIFICANT NUMBER OF MOST EXPERIENCED AMCIT ENGINEERS 
RETURNED TO U.S. FROM POSITIONS IN EASTERN PROVINCE OF SAUDI 
ARABIA WHERE HIGHEST SALARIES ARE ONLY MARGINAL INDUCEMENT 
OVER PRIVATIONS. DEPARTURES WERE PRIMARILY EXPERIENCED 
ENGINEERS NEAR RETIREMENT OR THOSE WITH MOST FOREIGN EXPERIENCE 
WHO PROVIDE THE CORE OF A STABLE PROJECT STAFF EVEN IF 
YOUNGER ENGINEERS ARE TECHNICALLY QUALIFIED. 

2. ON ANOTHER PROJECT BECHTEL MAY LOSE BID TO FRENCH FIRM 
AS A RESULT OF SECTION 91 1 WAIVERING. BECHTEL WERE DESIGN 
ENGINEERS PROVIDING COST ESTIMATES. ON CONSTRUCTION BID 
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BECHTEL PROPOSED 37 ENGINEERS WITH 18 AMERICANS. WHEN 
SECTION 91 1 WAS FIRST ELIMINATED BECHTEL WAS FORCED TO 
REFIGURE ITS BID. IT PARED NUMBER OF AMERICANS TO 8 AND 
THEN HAD TO ADD 8 PERCENT TO TOTAL BID COST TO COVER 
ADDITIONAL COST OF MAINTAINING THESE 8 AT SAME REAL WAGE 
LEVEL. THIS MOVED BECHTEL FROM A CLOSE SECOND BEHIND AN 
INEXPERIENCED FIRM DOWN TO THIRD PLACE BEHIND FRENCH. 
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3. BECHTEL MANAGER BELIEVES THAT WITH ENGINEERING PROFES- 
SIONALS HIGHER SALARIES ABROAD ARE ONLY MINOR INDUCEMENT 
FOR FOREIGN EMPLOYMENT. CAREER ADVANCEMENT, PROFESSIONAL 
CHALLENGE AND A BIT OF PATRIOTISM ARE MORE IMPORTANT. HIS 
STAFF TEND TO MAINTAIN SAVINGS IN U.S. AT SAME ABSOLUTE LEVEL 
AS DURING DOMESTIC EMPLOYMENT WITH ADDITIONAL SALARIES GOING 
TO BETTER FOREIGN LIVING STANDARDS TO ATTEMPT COMPENSATION 
FOR MISSING U.S. FACILITIES, TO ADDITIONAL FOREIGN PRIVATE 
TRAVEL AND TO PURCHASE OF HANDICRAFT ITEMS NOT READILY 
AVILABLE IN THE U.S. WHEN USG BEGINS TO TAP THESE EXTRAS, 
RECRUITMENT BECOMES DIFFICULT. 
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